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INTRODUCTION
The European project faces the most difficult period in its post-war history. The member
states of the European Union are grappling with challenges and dangers which have
forced them to revisit the principles that have traditionally underpinned thinking about
the nature of European integration. The traditional response to such crises, preferred by
EU institutions, the Brussels establishment and some member states holds that further
and deeper integration is necessary in the face of such vulnerabilities.
However, the problems that we are dealing with are not one-dimensional.
Although much of the debate about the future of the EU will inevitably focus on the
question of the Eurozone, it is of the utmost importance to ensure that this remains a
broader debate in which all voices are heard, including those of non-Euro member states
and those of states which joined the EU in 2004 and after. The points of view of Poland
and the UK are particularly crucial – they are the two biggest non-Euro member states,
accounting for just over 20% of the EU’s total population between them, and two out of
only four EU member states that meet the NATO target of 2% of GDP spent on defence.
It is increasingly important that the EU considers alternative perspectives. In the face of
growing crises, many citizens and social groups across Europe feel distant from and even
outright hostile to the EU in its current form. The primary condition of rebuilding trust in
the EU therefore requires an open discussion of the problems and possible solutions, an
honest and self-critical analysis of mistakes and reflection over the future of European
integration, free from dogmatism. At the time of such serious crises, there are no stupid
questions, only stupid answers.
This report, co-written by The Freedom Institute from Warsaw and Open Europe, is
therefore an attempt to grasp the most pressing problems currently faced by the EU
from the Polish-British point of view. The first section of this report is a joint attempt to
diagnose the present situation and to identify the most important weaknesses of the
EU which require prompt remedial action. The second section presents distinct Polish
and British viewpoints on how the EU could better respond to the challenges it faces.
The third section sets out conclusions and recommendations which we hope could form
the part of a shared Polish-British agenda for reform.
From a British perspective, this is a particularly timely and relevant project. If the UK
remains a member of the EU following the June 2016 referendum, the Government will
need to have a plan to reengage with the EU and build on the reform agenda that was
started with the UK-EU renegotiation.
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Section 1: DIAGNOSIS
I. ECONOMIC CRISIS
EUROZONE CRISIS
The establishment of the single currency was intended to create an area of accelerated
economic growth and development which would contribute to the increased global competitiveness of its member states. It would facilitate the formation of a more common and
integrated European economic and social model as well as the convergence of European
economic models. For the countries of Central and Eastern Europe in particular, it was a
significant point of reference in terms of their reforms.
The Eurozone crisis has undermined these key assumptions. A single currency based only
around a single market and soft co-ordination proved, in the hour of crisis, to be more a
source of problems rather than their solution. The management of the crisis up until now
has been based on buying time as opposed to finding durable answers. The fiscal and
social costs of saving the Eurozone have cemented disparities within it, principally along
north-south lines, and deprived some countries of the chance to get out of economic
and social difficulties ranging from indebtedness, falls in output and competitiveness, to
high unemployment, especially among younger people.
It is hard to escape the sense that the Eurozone has found itself in a trap. The persistence
of a state of crisis, inequality and uncertainty creates a desire for a leap forward. Many
argue that the result of this ought to be the deeper political and economic integration
of the Eurozone, including tighter economic governance and its own political representation, along the lines set out recently in the Five Presidents’ Report. However, not only
is such deeper integration in of itself no guarantee of the Eurozone’s survival (at least in
its current form), partially as a result of the political instability generated by the crisis, its
members are not as of today ready to undertake such far reaching steps. Moreover, the
Eurozone members have not settled on what deeper integration would mean in practice
now or in the future, with different states emphasising greater control and others greater
burden-sharing.
Whatever form it does take, the deeper integration of the Eurozone is likely to lead to
increased tensions not only between Eurozone members but also a widening of the gap
between euro and non-euro EU member states (although a distinction has to be made
between those countries that are legally bound to adopt the euro at some point and those
with a permanent opt-out). This euro/non-euro division is all the more pertinent given that,
under the EU’s new voting rules, Eurozone countries have an in-built majority, meaning
they can override non-Eurozone countries. This carries with it the risk of ‘caucusing’ in
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order to push through policies which are inimical to the interests of non-Euro countries.
Conversely, the alternative for the Eurozone to both continued muddling through and
further integration is full or partial disintegration. While the huge amount of political
capital that has been invested in the project should not be discounted lightly, one cannot
rule out this scenario. There will be implications for non-Euro states either way and it is
essential therefore that all member states contribute to the debate about the future of
European cooperation.
For Central European members, a Eurozone disintegration is a nightmare scenario as their
financial stability and future prosperity hangs on the reform of the Eurozone regardless
of their own willingness and/or ability to join the euro. They will, however, insist on a
reform which does not break institutional links between the euro and non-euro members.

SINGLE MARKET
The Single Market constitutes the foundation of the EU and ought to be treated as a form
of superior value by member states. It is an area of economic freedom for businesses
but also of common rules which nonetheless respect the interests of member states; we
have to understand that not only do free economic operators function within the single
market but also states characterised by differing logic and levels of economic and social
development. For that reason, the elimination of barriers is as important as building a
long-term balanced and sustainable single market which respects various economic models as opposed to imposing one-size-fits all solutions.
While for the most part goods flow seamlessly through the Single Market, it remains frustratingly underdeveloped in key areas including services, energy and the digital economy;
services account for over 70% of Europe’s output but only account for around a fifth of
the EU’s internal trade. Likewise, although common rules are necessary to facilitate trade
by providing certainty and confidence, in too many areas the burden of EU regulation on
businesses remains excessive relative to its benefits, thereby stifling growth and innovation. At a time of high unemployment in many member states, especially among young
people, the EU cannot afford.

DEMOGRAPHICS
Europe is facing a complex and challenging demographic situation. According to current
projections, the EU’s population will remain broadly stable up until the middle of the
century. However, within that overall trend, the average age of the population is going
up while some countries, including most in Central and Eastern Europe and Southern
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Europe, face population decline.
Although demographics are primarily a concern for nation states, demographic trends
have Europe-wide consequences. These trends risk becoming a serious problem with
implications for security as well as the stability of social and welfare models of member
states, their social, economic and cultural cohesion, as well as the stability of their political
systems. Above all, there is a link between demographic trends and prospects for growth
and development. The enrichment of European societies via migration can be a factor
which further enhances positive trends; however it cannot be treated as a substitute for
demographic growth.
Conversely, several other EU countries including the UK face the opposite situation, with
strong population growth anticipated in coming decades; on current trends the UK is
expected to overtake Germany as Europe’s most populous country by the middle of the
century. This brings with it its own set of challenges ranging from pressure on infrastructure, housing and public services through to increased social tensions.
The question is how free movement of people fits into this picture. To the extent that
it encourages short-term labour mobility, it can help meet cyclical peaks and troughs in
demand for human capital across the EU.
However, in cases where EU nationals settle permanently in other member states, this does
have demographic implications for both sending and receiving states. Notwithstanding
free movement, other factors including the labour market situation in individual member
states, can also have a great bearing on the demographic situation in that they can either
incentive or dis-incentivise starting a family.
Moreover, free movement has not always been managed with sensitivity, in particular
in terms of respecting member states’ rights to regulate access to their welfare systems.
The perception that EU migrants are immediately entitled to generous social benefits is
politically corrosive, particularly in those member states with relatively open and universalist welfare models.

EU BUDGET
Despite some successes in boosting economic growth in newer member states, the EU
budget remains inefficient and poorly designed as it is primarily geared around political
as opposed to economic objectives. Far too much money allocated to relatively low productive areas of the economy – most notably in the form of agricultural subsidies which
still account for some 40% of total EU spending – as opposed to growth areas such as
research and development. The many crises affecting Europe have also demonstrated its
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lack of flexibility in responding to new funding needs. The potential emergence of new
intra-Eurozone transfer mechanisms will also pose questions for the EU budget; will we
witness the establishment of two separate financial transfer patterns and logics within the
EU, with a steady reduction in EU funds alongside the establishment of such redistributive
mechanisms within the Eurozone?

II. GEOPOLITICAL CHALLENGES
Over the past few years, the scale of the failure of the European Security and Defence
Policy has become apparent. The Arab spring and Russian invasion of Ukraine have also
exposed the limits of the EU’s ability to shape political and social trends in Europe’s
neighbourhood. As former Swedish Foreign Minister Carl Bildt aptly put it, the European
Neighbourhood Policy (ENP) was supposed to create a ring of friends beyond the EU’s
frontiers, but now the EU is confronted by a ring of fire instead.
Individual successes aside, the ENP has failed to facilitate democracy and good governance nor stability, as the conflicts ranging from North Africa, the Middle East and Eastern
Europe attest to. The refugee and migration crisis is not only a security challenge from the
perspective of social cohesion in member states but also from the perspective of being
able to protect Europe’s external borders from illegal/irregular flows of people. This also
has budgetary implications – the question of how to finance a comprehensive response
needs to be seriously considered. Secondly, the EU has been unable to formulate a common response vis-a-vis those countries in which the majority of refugees are based.
In addition, there is also no common strategy on Russia. Instead, and rightly so, the only
common policy on responding to Russia’s annexation of Crimea and intervention in Eastern
Ukraine was driven by the decision to introduce sanctions. However, this breakthrough
moment failed to create consensus on how EU-Russian relations ought to look like in
the longer term, which was a clear sign that EU foreign policy is driven by policy choices
adopted under pressure of crises.
The EU possesses neither its own strategic structures nor culture which would allow it to
coherently and effectively resolve geopolitical crises. The institutional changes introduced
in this area by the Lisbon Treaty simply do not meet the expectations placed in them.
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III. SOVEREIGNTY
DEMOCRATIC DEFICIT
Across Europe, citizens’ trust in both national political elites and EU institutions has
fallen considerably in recent years; the latest Eurobarometer survey found that 32% of
citizens said they trust the EU compared to 55% who said they do not. This phenomenon
can be observed to varying degrees in different EU member states but it is universal,
as evidenced by the surge in support for populist and fringe parties of both the far-left
and far-right across the EU.
On one hand, crises require technocratic solutions which member states delegate to the
European level. At the same time, only national politics enables the degree of citizen
participation required for decisions to carry democratic legitimacy. The European Parliament cannot be the solution to this problem and attempts to impose supranational
democracy have fared poorly; turnout in European elections has declined from 62% in
1979 to 42.6% in 2014. In contrast, turnout in national elections is on average 25 percentage points higher than in European elections.

STRUCTURAL CRISIS
It is clear that ‘ever closer union’ is no longer the guiding principle behind the entire EU,
either in spirit or in deed. The EU must therefore develop a more flexible form of organisation; a compromise between ‘ever closer union’ on one hand and ‘Europe à la carte’ on
the other. Assuming the desire of all member states to maintain the structural integrity of
the EU (notwithstanding the pending UK referendum), this means that on one hand we
need to accept the tendency of some member states to pursue further integration within
a narrower circle (this will be a particular problem for Central European countries), while
on the other taking into account different needs and levels of development of others.

LEADERSHIP
Making the EU a global actor in the arena of international politics has been the major
motivation behind the deeper integration of the EU since the beginning of the 1990s.
The idea is, however, connected with the issue of political leadership in the EU. This issue
became especially important in the context of expanding the Union and its increasing
internal differentiation. There are various approaches to political leadership in the EU. The
federalist approach still assumes the possibility of politicising the European institutions
and handing them the competence of political leadership. The financial, geopolitical and
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migration crises mentioned above have demonstrated that the Union institutions (perhaps
with the exception of European Central Bank) are fundamentally not capable of taking
political initiative or responsibility, especially in situations of danger.
The leading role of some member states is frequently brought up in this context. The
so-called French-German tandem was emphasised and for a short period before 2007
there appeared an idea of a more complex leadership of several of the largest EU states.
Nowadays, the most popular idea seems to be that of German leadership in Europe, with
Germany being the state with the biggest economic potential in EU. However, Germany’s
cautious and reluctant attempts at providing such leadership have been met with a huge
backlash elsewhere in Europe. It remains the case therefore that the EU has not been
able come up with an effective and acceptable mechanism of political leadership.
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Section 2: STRATEGIES FOR REFORM
THE VIEW FROM POLAND
I. A NEW EUROPEAN POLITICAL CONTRACT
The way in which the EU is perceived by its citizens has changed dramatically over the last
few years, a change which has also been visible in Poland. No longer seen as an opportunity for further development, instead, the EU is perceived as a source of intensifying,
unresolved crises, both internal and external. The EU has also come to exemplify bad
crisis management, which in turn has undermined citizens’ trust in it.
There are good grounds for this; member states and EU institutions’ responses to the
various crises have been reactive and ad hoc. The EU has adopted a defensive stance in
attempting to contain the crises’ negative effects as opposed to drawing up an honest and
comprehensive analysis of their costs, benefits and losses. The aim of such an approach
is to buy time and shift the cost of unsolved problems onto weaker partners, which only
exacerbates the imbalances and disparities between member states.
There is therefore a need for the EU to develop a new way of operating which takes
into account lessons learned from the failures of the last few years. This new method of
dealing with crises should be systemic and encompass actions that have genuine potential
to shape the way in which the EU functions in future. Above all, it needs to be rooted in
a desire to confront reality; this in turn requires breaking with the status quo and overcoming the inertia and procedures of the Brussels bureaucracy by appealing directly to
decision makers’ sense of responsibility.
If we consider the various forms of crises as a state of deepening internal imbalance within
the EU, the objective of a strategic counter-response ought to be to restore balance on
partially new and revised terms. Such a new balance must find its expression via a new
European political contract. This new contract, agreed by the governments and societies
of member states is an essential condition for the restoration of trust in the EU, in the
integration project and the EU institutions. The EU is of course a community bound by
the rule of law which has to act within the confines of its own Treaties, and as of today,
neither their interpretation nor potential amendment offer the basis for conducting such
necessary changes and rebuilding trust. As demonstrated by the UK’s negotiation of a ‘new
settlement’ within the EU, the societies of member states expect their governments to
ensure a stronger link between European integration and their real needs and concerns.
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Poland has a strong motivation to formulate its own position on the question of the
European contract driven predominantly by changes within the EU’s internal space
including the consolidation of the Eurozone, the perspective of changes to the financing
of the Schengen area, and changes to the single market. In addition, there are the
changes in Poland and the EU’s external geopolitical environment, namely the situation to
the East. Finally, there is also Poland’s internal situation – specifically the need to chart a
safe course from the dependent, peripheral model of economic development associated
with the transformation away from Communism to a more independent model.
The Polish agenda for EU reform ought to be based on priorities necessary for the fulfillment of two principal national goals for the coming two decades: firstly, avoiding the
trap of peripheral economic development based on competing only on low cost, and
secondly, thereby creating the conditions for a more independent development model
and an improvement in national and societal security (in a widely-defined sense). The
Polish approach to further forms of integration and preferred solutions in times of crisis
has to maintain these two goals as its central reference point and therefore constitute
part of a national strategy to achieve them.
From this perspective, we consider the ongoing changes within the EU to affect Polish
interests in three crucial areas.
1. The further development and evolution of the Eurozone towards
tightened fiscal and political integration;
2. The further evolution and development of the EU single market
towards greater effectiveness;
3. The future of the Schengen area.
In terms of these main areas, their further development and the opportunities and risks
related to them, Poland should develop an agenda regarding the terms of its membership within the frame of the new European political contract of member states and their
societies within the EU.
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II. POLAND AND THE EUROZONE
– AVOIDING CONTRADICTORY MODELS OF DEVELOPMENT
The Eurozone crisis and attempts to manage it have disrupted the previous formula for
the functioning of the EU. The moment symbolising this fundamental change was the
December 2011 European Council summit as it was then that the separate modus of the
Eurogroup in relation to the EU as a whole was openly sanctioned. This complicated relations between Euro member states and those of the wider EU constituting the single
market.
Institutional reforms within the Eurozone, the creation of the ESM bailout fund, the establishment of a distinct mechanism for tighter economic policy co-ordination between
Euro member states and the setting up of the banking union were all driven by a desire
to strengthen and consolidate the Eurozone. Simultaneously, they deepened the divide
between Euro and non-Euro member states, as well as changing the balance of power
between Euro member states and the EU institutions and within the Eurozone itself (the
north-south divide). They also revealed with full force the extent of the growing problem
of the lack of democratic legitimacy of reforms within member states. As a result of all
these changes, the EU is now characterised by structural differentiation.
As part of the terms of its EU accession treaty, Poland is bound to eventually join the
Economic and Monetary Union. Formally, this can only be realised after Poland meets all
the economic criteria and, according to the provisions introduced by the Lisbon Treaty,
after a political decision of the Eurogroup in the form of recommendation to accept a
new member state. Legally, Poland enjoys a temporary derogation from this obligation
which will expire once it meets all the convergence criteria.
However, since the outbreak of the Eurozone crisis in 2010, Poland’s attitude towards Euro
membership has fundamentally changed, and it has now adopted a ‘wait and see’ strategy.
For Poland, the direction in which the Eurozone develops, as well as the consequences of
its further consolidation, are of crucial importance. If the single currency survives, we can
expect further tightening – the establishment of a fiscal union, far-reaching co-ordination
of economic policy as well as the creation of their crucial component in the form of a
political union which includes a degree of common democratic representation. It is hard
to assess at this stage whether in the long term such a form of consolidation may lead
to a common European political organism encompassing the full extent of the Eurozone,
but such a scenario cannot be totally excluded.
This could in turn result in Euro member states increasingly functioning in a way that is
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inimical to Poland’s further development and that of other post-transformation non-Euro
countries. However, due to structural limitations (set out in the National Bank of Poland
report, 2014), such as the unsuitability of the ECB’s current interest rates vis-à-vis the needs
of the Polish economy, the Polish economy’s lack of structural competitiveness (mostly
based on low-cost competition), or its weak labour market, Poland will need much more
time before it is able to function in the Eurozone regardless of the convergence criteria
or the will of political decision makers.
Therefore, in the short to medium term, Poland’s priority is to boost its own ability to
compete within the single market as opposed to joining the single currency, and the future composition of the EU budget will be an important factor in this. It is also important
that the further development of the Eurozone does not proceed at the expense of or
against the best interests of the single market. For instance, the construction of a more
integrated market in financial services cannot simply be subordinated to the logic of
the banking union for the Eurozone, it also has to consider the needs for the stable and
sustainable growth of the single market. Exactly the same principle should apply to the
establishment of the Capital Markets Union and issues related to the labour market, since
the necessity of further integration within the Eurozone cannot result in the creation of
a competing logic of development vis-à-vis the remaining members of the single market.
Therefore, there needs to be a permanent co-operation mechanism as regards decision
making between the Eurogroup and the whole EU.
More balanced decision making between the Eurozone and the EU as a whole should
not be merely based on refraining or even blocking the decisions of the Euro countries
by the rest. This could strengthen the negative perception of the non-Eurozone countries
as troublemakers and the burden of the integration process contributing to increasing
tensions within the EU. The non-Eurozone countries have to be positively included in
decision making on issues relevant to the single market like capital and labour in a way it
is already functioning in the case of the banking union and financial market regulation.
The permanent mechanism should be implemented accordingly to which each Eurogroup
summit should be preceded by the European Council.
Poland’s temporary derogation with regards to Eurozone membership means that its
policy towards the Eurozone cannot be identical to that of the UK. Poland must preserve
a form of mutual relationship as well as a certain degree of trust towards the Eurozone.
This means it should not undertake any actions completely at odds with its potential Euro
membership at some point in the future. At the same time, it should take constructive
advantage of its observer position as regards the Eurozone decision making process,
expressing its opinion when changes undertaken by the Eurozone could prove problematic for its potential future accession. For this reason, Poland should also consider the
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possibility of guest participation in the banking union, keeping in mind that most assets
of Polish banks come from banks headquartered in the banking union.
Regardless of the question of joining or not joining the single currency, it is in the best
interests of Poland to cooperate with a stable and growing Eurozone. Poland is a relatively small financial market vulnerable to potential speculative risks. Therefore, constant
co-operation with the Eurozone ought to greatly contribute to Poland’s own financial and
economic stability.

III. POLAND AND THE SINGLE MARKET
– HOW TO USE ITS FULL POTENTIAL FOR DEVELOPMENT
Poland did not gain immediate access to the single market due to numerous transitional
periods. In the first decade of EU membership, the potential hidden in the single market
brought benefits to Polish businessmen, consumers and workers which are difficult to
overestimate. As of today, Poland derives 69% of its import from the single market and it
also accounts for 77% of Polish exports. Therefore, the single market contributes greatly
to Polish GDP, mainly thanks to the free flow of goods. The opening of foreign labour
markets had also an enormous impact on Polish workers’ mobility and many Poles work
abroad in other EU states.
The single market is based on four fundamental freedoms:
Free movement of goods
Free movement of people

Free movement of services
Free movement of capital

The single market project initiated in the 1980s was premised on achieving a full and free
flow of goods, services, people and capital. In this sense, it is a project still far from completion (see the report: Monti 2010). Although in the area of goods the greatest degree
of openness has been achieved, expectations in the other areas have not yet been met.
For instance, services are a rapidly growing area of the European economy accounting
for two-thirds of total GDP and the majority of jobs. However, only 8% of SMEs in the EU
provide services in other member states. The mobility of workers is still relatively low despite the growing economic and social disparities between the EU’s north and south due
to the financial crisis, or the traditional difference between Eastern and Western Europe.
In the transition period, Poland was among the countries strongly supporting the development of the single market, perceiving it as a source of benefits. However, functioning
within the single market has nevertheless, in addition to these benefits, revealed several
growing negative disparities. Keen to acquire capital, Polish governments have been mostly
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interested in attracting FDI via the single market seeing it (alongside EU funds) as the main
catalyst for economic development. For this reason, they have focused predominantly
on creating conditions conducive to drawing in FDI, and the share of the single market in
terms of Poland’s total FDI stands at 85%.
However, this focus on capital has been at the expense of supporting Polish enterprises
so that they may better compete in the single market in other member states. Presently,
there is a great discrepancy between the investments coming from within the single
market and ability of Polish enterprises to invest in it. This results not only from the inherited asymmetry of capital, but also from certain political decisions. Thus, two-thirds
of dynamically developing Polish export is generated by companies with foreign capital.
The current basis of Polish companies’ functioning within the single market has also
entrenched the unequal, cost-based nature of their competitiveness. Public and private
debts have grown due to an easier access to money. Therefore, Poland has to become
more self-aware of how it takes full advantage of the potential of the single market aided
by an intelligent government support strategy.
This change in attitude towards the single market is not limited to Poland, it is a wider
tendency across the EU resulting from deepening economic and social disparities caused
by the crisis. The early liberal approach to the single market, which assumed the removal
of all barriers in the four areas as a major condition for its completion, has evolved. Many
member states advocate the need for a more nuanced and differentiated approach to the
single market which assumes that its strengthening also has to entail an acknowledgment
of the fact that it constitutes not only an area of different currencies (as per the British
argument) but also of different economic models connected to different social orders:
The single market as an area of different social-economic models
functioning together:
Continental model
Nordic model

Anglo-saxon model
Central European model

This means that the further development of the single market and any changes to its
functioning cannot rely only on strengthening via deeper integration (the removal of
barriers). The evolution of the single market must increasingly reflect the consensus between different economic models as well as the various national values and social interests
connected to them. The European Commission therefore holds a double responsibility
for the further development of the single market while respecting the consensus which
allows it to function in a safe and sustainable way.
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Consensus as the base for SM future:

The single market and its four freedoms
(focused on the optimisation of economic
growth and creating jobs)

Various social systems with
different social contracts
origins

Local specifics (different levels of development and therefore different needs)

Values
– preferred lifestyles

In respect of Poland’s view of the future of the single market, we identify the following
four issues:
1. There is a need for intelligent support from the state for Polish
enterprises to enable them to take advantage of the full potential of the
single market. This requires a system allowing for the effective strategic
management of public policies.
2. As the economic plan of Development Minister Mateusz Morawiecki
suggests, elements of the further development of the single market
should be incorporated into Poland’s domestic development strategy,
including the project for a European digital, energy, capital and financial
services markets, as well as the so-called Juncker Plan.
3. From a Polish perspective, strengthening of the single market means
mostly focusing on using the full potential of the EU’s services market,
as this sector is rapidly growing on the domestic front.
4. Physical infrastructure is the lifeblood of the single market. Despite
several years of EU membership, the Central European region, as well
as the eastern part of the Baltic region, remain poorly integrated in this
aspect. This undermines their economic competitiveness within the
single market. The future structure of the EU budget can strongly
contribute to rebalancing the chances of the Polish economy and of the
Polish SMEs within. This should be a priority for Poland in the negotiations over the EU’s next long-term financial framework.
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IV. THE FUTURE OF SCHENGEN
– HOW TO RESTORE SECURITY?
The refugee and migration crisis has proved to be the most serious migration-related
crisis in the history of the EU, and it poses major challenges for the member states and
EU institutions. At stake are the survival of the Schengen area and the political and social
stability of many member states. Approximately 1.2 million irregular migrants are estimated to have entered the EU area in the last year. At the same time, the UN estimates
the worldwide number of refugees to reach 60 million, many of them in countries neigbouring the EU; Turkey alone is host to some 3 million. Since the number of conflicts
around Europe is increasing, and given that the prospects for peace and stability are not
particularly bright, the number of refugees is set to increase rapidly.
While Syrian refugees constitute the largest single share of migrant flows; the numbers
from African countries are growing. It is expected that just in Libya there are some half a
million people who have had to leave their homes and who may try to come to Europe.
It seems therefore that Europe is facing a long-term trend of uncontrollable migration
waves. The external EU borders measure 42,672km, 8,826km of which are land borders.
The Schengen area comprises 26 states (some of them from outside of the EU), giving
some half a billion people free movement rights. Meanwhile, the EU’s border-control
agency Frontex only employs just over 300 staff.
The current crisis has reinforced the cardinal rule which is essential for the very existence
of Schengen area; namely that the abolition of internal boarders within the EU is directly
conditional on the ability to maintain control and safety of its external borders. One does
not exist without the other. At the same time, we can state that the EU is totally unprepared for such a huge task.
Poland is one of the Schengen states for which further functioning of the Schengen zone
is of crucial importance, and for which it is vital to find a systemic solution to the refugee
and migration crisis. We also believe that for non-Schengen states, especially for Great
Britain, its continued existence and addressing the crisis of uncontrollable migration
constitute an important security factor.
The EU’s current crisis management raises reasonable concerns. The relocation scheme
encompassing 160,000 refugees adopted in September 2015 was imposed on all member
states via a majority vote supported by some of member states (and driven primarily by
Germany) and greatly opposed by others. It resulted in deep divisions and an erosion of
mutual trust among the member states. At the same time, the solutions approved at the
19-20 March 2016 European Council summit aimed at closing the western Balkan route
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can in no way be considered to be a systemic solution. Responses are taken on an ad
hoc basis and under the pressure of the internal political situation in particular member
states. The recent agreement with Turkey places the future of the European security in
the hands of a third country instead of the EU implementing its own systemic solutions.
The EU badly needs a new, systemic alternative response to the refugee
and migration crisis. Such a response ought to be based on the following
assumptions and principles:
1. The EU cannot exist without external borders or their defence.
Under normal conditions, with no specific mass threats, as per the
Lisbon Treaty, each member state is responsible for protecting its own
borders which are also the external borders of the EU. In a crisis
situation, in accordance with the principle of subsidiarity, the EU
should have full authority to engage in the defence of its external
borders. Activities of union agencies designed for that purpose, such as
Frontex, EASO and Europol should be coordinated by member states
assigning a common European external boarder defence mechanism,
which would guarantee adequate financial, technical and personnel
means. This mechanism should be managed by Internal Affairs
Ministries supported by the European Commission, with participation
open to non-Schengen states.
2. Asylum policy in Schengen states requires a necessary harmonisation.
At the same time, it is not possible to force people who have acquired
refugee status to move to EU states they do not want to move to. EU
refuge policy has to allow for voluntary participation of member states
as giving refugees a choice of destination. Part of the harmonisation
process should involve the establishment of a common EU mechanism
(Asylum Solidarity Fund) to align the material and financial status of
refugees in different member states to bring it closer to the national
average.
3. It seems obvious that EU member states will continue to have their
own migration policies, which reflect their internal needs and interests.
Nevertheless, these policies cannot undermine either the security of the
Schengen area or the need to control and secure its external borders.
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V. FOREIGN AND SECURITY POLICY
The discussion of the EU’s foreign and security policy is dominated by the conviction that
a process of renationalisation is underway. It would, however, be closer to the truth to
state that the process of ‘Europeanisation’ never took place, at least when understood
as the supposition that states preferred EU-level solutions to national ones.
Despite decades of discussion and the construction of common institutions, the EU does
not have a cohesive and consistent foreign and security policy for the international environment. This also concerns defence policy, which some countries implement within NATO
and others outside of it. Even those countries in NATO have had differing strategic cultures
for decades, thus proving that there is no shared way of thinking or common approach
to strategic issues. This is reflected via low defence spending and a lack of willingness to
engage their armed forces in military operations under the banner of the EU or NATO.
The absence of a common foreign and security policy may be interpreted as proof that the
political dimension of European integration has failed, and also as a symptom of Europe’s
immaturity. However, it is also possible to view the problem through the prism of facts on
the ground as opposed to that of expectations. The political co-operation of countries is
neither a natural nor an obvious phenomenon. This is even less the case when it comes
to co-operation with external actors, especially the largest of them: e.g. the US, China
and Russia. These have their own priorities and wish to develop relations with selected
countries and not necessarily with the EU as a whole. This becomes particularly important when it concerns economic interests and therefore also jobs and revenue streams
for national budgets.
By examining the facts on the ground as opposed to the fundamental principles of those
for and against closer political integration in the area of foreign policy, we can better define
what a common foreign and security policy (including its military dimension) currently is
and what it could be in the future. In this way it is also possible to define its limitations.
First of all, the fact that the EU’s member states have no common approach to foreign
policy challenges does not mean that they are incapable of taking joint action in specific
situations. Foreign policy co-operation among EU member states has always been driven
by the perception of a security threat or the conviction that there are situations in which a
common stance will be more beneficial than attempts at independent action. This is why
the leadership of the US in armed conflict in the EU’s neighbourhood has always been
the strongest binding force. However, this principle does not apply to the development
of economic interests, where the development and preservation of a common political
front has always been subject to negotiation, and the effect of an evaluation of the risks
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associated with going it alone. Examples of this are the supply of weapons to China or the
introduction of sanctions against Russia due to its aggression against Ukraine.
Secondly, the strongest element of the EU’s foreign and security policy was the accession
of new members. If one were to search for the EU’s success in shaping the world order,
its roots would undoubtedly be found in the successive phases of expansion in the 70s,
the 90s and in 2004. Enlargement fatigue has brought about a situation wherein the EU’s
foreign policy is to a large extent limited to the European Neighbourhood Policy, in its
eastern and Mediterranean dimensions.
Finally, as an area of intergovernmental cooperation, foreign policy will never be conducted
by joint EU institutions: the European Commission, the High Representative for Foreign
Affairs and Security Policy, the European External Action Service. This is all the more the
case when it comes to defence policy. Nonetheless, these institutions are essential in
their role as forums for the resolution of conflicting interests and the ensuing implementation of political decisions. The best examples of this are the imposition of sanctions on
Russia and the negotiation of association agreements with the countries of the Eastern
Partnership. In both these cases the European Commission played an essential role in
terms of implementation.
In the event of a stratification – or even disintegration – of the EU into different groups
of collaborators, this would much more likely be a process leading to Europe losing its
political clout as a global player than one managing the various and often incompatible
interests of a smaller group of member states.

AN INSECURE EUROPE IN A WORLD MADE WORSE
The combination of the Eurozone crisis with the crises in Europe’s neighbourhood – the
fallout from the Arab Spring and Russia’s aggression in Ukraine – have undermined the
belief that the EU is able to guarantee a stable order and security on the continent.
The crises have exposed the illusion that institution building and Treaty changes have the
power to improve how the EU is run and to prepare it for emergencies.
Against this backdrop, the refugee and migration crisis has effectively dominated the
EU’s foreign and security policy. It is not only re-defining its previous foundations, but it is
also creating divisions within the EU that are at least as deep as those formed during the
American intervention in Iraq. This time, however, the fractures have not formed between
the traditional camps of integrationists and sceptics and Atlanticists versus supporters of
European autonomy.
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Today, divisions hinge on attitudes towards security and intra-state stability: the threat
of terrorism or absence thereof, and the willingness to take in large numbers of refugees
and migrants from Africa and the Middle East. It is thus the EU’s first foreign and security
crisis in which neither Russia nor the US are playing the leading role.
The argument has, however, led to a situation in which the EU’s neighbourhood policy
has been ‘hi-jacked’ by the migration agenda, rather than serving as an answer to it. This
above all concerns the southern dimension but there is no doubt that, were a wave of
migrants to begin arriving also from the east (due to the southern route being closed
or an escalation of the war in Ukraine), then it would encounter a similar reaction. That
would bring further challenges.
The idea of democratising the neighbourhood has found itself on the back foot.
Stabilisation, when understood as a government’s control of its borders and domestic
policy, now seems to have again become more important than attempts to bring about
political changes to the south and east. The EU’s deal with Turkey to return illegal
immigrants serves as the best example of this. The European Neighbourhood Policy and
the accession process have become tools to rebuild the model of co-operation, in which
third countries have come to play a crucial role in the EU’s internal security. During the
Cold War the US provided nuclear security for Western Europe, now protection is being
provided for the EU’s borders by Turkey, Algeria, Morocco and other countries located
along the routes used by refugee and terrorist smugglers.
The lack of faith in the democratisation and modernisation of the neighbourhood also
concerns the east. The stagnation of the reform process in Ukraine and Moldova in the
initial phases, the reduced pace of change in Georgia and the lack of genuine interest in
the European offer in Armenia, Azerbaijan and Belarus all point to a de facto waning of
the Eastern Partnership program. The EU was able to lead the association agreements
and DCFTAs being signed but it will no longer be able to implement them. Nor is it
certain that they will be ratified in the member states, as demonstrated by the recent
Dutch referendum on the EU-Ukraine agreement. In the face of Russia’s policy of aggression – which lacks any positive offer for the Eastern Partnership states – Eastern Europe
and the Caucasus again find themselves with no hand guiding them towards development.

The erosion of a common strategic perspective poses another challenge. The perceived
certainty that Europe is weak combined with a defensive attitude towards the rest of the
world is accelerating the demise of foreign policy thinking in Europe. This gradual
disappearance of foreign policy as a concept to organise the thoughts and actions of the
EU is in large part a consequence of Treaty changes. The creation of the office of the High
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Representative and the European External Action Service came at the cost of national
representation in common foreign and security policy. The rotating national presidencies
were limited to sectoral issues and ceased to represent the EU externally. Furthermore,
foreign ministers lost their place alongside heads of states and governments at European
Council meetings. The Lisbon changes were also detrimental to the position of national
ministries of foreign affairs in the EU, occasionally reducing foreign ministers to petitioners
of other government officials representing strong group interests and eager to pursue
sectoral agenda with little understanding for foreign policy.
The changes introduced by the Lisbon Treaty not only narrowed the strategic perspective of many European capitals or failed to provide an incentive for the creation of one,
they also failed to create one at the EU level. All the crises and activity in foreign policy
which the EU has had to cope with since then have been the subject of measures taken
by national governments seeking support in the instruments of sectoral policy: trade,
energy, development assistance, internal affairs and the judiciary. The real activity of the
EU in foreign policy is therefore still based on involving institutions which do not formally
play a role in foreign policy. If it is impossible to imagine the EU functioning without the
European Commission (and lately this applies also to Frontex), the same cannot be said
of the existence of the European External Action Service.

The current institutional form of the EU in the area of foreign and security policy – from
Maastricht to Lisbon – has led to a situation in which the cooperation of groups of countries is still required outside the institutions in order for the EU to function in any way,
especially when faced with a crisis. Nevertheless, were this to be sanctioned, it would be
seen as a violation of the European idea and against the spirit and letter of the Treaties.
However, sticking faithfully to the Treaties would equate to the EU’s abdication as a player
in international politics.
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A NEW APPROACH
The ongoing review of the European Security Strategy which High Representative and
European Commission Vice President Federica Mogherini launched in 2015 is not a response to the EU’s foreign policy challenges. No strategy is capable of influencing the
political process. There is an ever greater risk that the foreign policy perspectives and
strategies of member states will diverge.
1. The refugee and migration crisis and terror attacks in Western Europe
are increasing the conviction that the EU’s member states are interdependent, as are the EU and its neighbourhood in the post-modern world.
A political adjustment will therefore give new powers to the police and
intelligence services as opposed to the rejection of migration as a source
of instability. In Central Europe however, Russia’s aggression in
Ukraine has strengthened the conviction about the traditional nature
of the threat posed by Russian policy.
These two co-operative visions of Europe’s geopolitical neighbourhood – so called ‘post’
and ‘pre-modern’ – must enjoy equal status. Key to this will be the common protection
of the external border alongside a continuation of the modernising agenda and the
construction of an area of freedom in the shape of the European Neighbourhood Policy,
both to the east and the south.
2. Another element of the agreement ought to be a new division of
labour in which each country actively takes responsibility for the
problems of others’ in a given area. This means that the countries of
Central Europe should be more involved in securing the security of the
southern border and potential stabilisation operations, although this
ought not to compel them to have to accept refugees/migrants as part
of the EU’s relocation scheme.
3. One issue also worthy of discussion is the review of the role of
institutions in the field of external affairs, in particular how to find a role
for Frontex, which should, alongside the European Commission, be the
key resource in the EU’s foreign and security policy.
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THE VIEW FROM THE UK

In the wake of the Lisbon Treaty and the Eurozone crisis, political debate in the UK
intensified as regards Britain’s relationship with the EU. This debate prompted Prime
Minister David Cameron’s pledge to hold an In-Out referendum preceded by a renegotiation to reform the EU and the UK’s relationship with it. Since then, London has become
one of the most important centers of alternative thinking about the future of the EU.
If the British public votes to Remain in the EU in the June 2016 referendum, the UK
Government will need a plan to reengage with the process of EU reform, since whatever
the referendum result, it is unlikely to be an enthusiastic endorsement of the EU as it
stands. As the Prime Minister has said, “the task of reforming Europe does not end” with
the recent UK-EU agreement.
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When considering reform of the EU, it is worth taking a step back and asking what the EU
is for, what purpose it serves, and what its member states have in common?
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Broadly speaking, the rationale of the EU can be boiled down to two key issues – prosperity and security. However, the EU is characterised by differentiated levels of integration
between its national democracies – some countries are members of the Eurozone, some
of Schengen and some of NATO. Membership of the single market is the only circle of
membership common to all. It is therefore the single market, along with a shared commitment to loosely defined ‘European values’, such as democracy, the rule of law and
human rights, which is the glue that can hold all the EU’s member states together.
For the past few years the EU has been preoccupied with dealing with the fallout from
the ongoing Eurozone crisis as well the refugee and migration crisis which has placed the
EU’s other flagship project, the border-free Schengen area, under unprecedented strain.
Despite the EU’s economic challenges, the development of its greatest economic asset,
the single market, has been painfully slow. This situation leaves the UK, one of the ‘big
three’ member states but not a member of either the Euro or of Schengen, increasingly
marginalised and disillusioned.
Different degrees of integration – political and economic – are now a fact of life in the
EU. There is a growing recognition, reinforced by the UK-EU negotiations, that as the
Eurozone integrates, the position of non-Euro members needs to be respected and their
status within the single market and wider EU safeguarded. This would allow for further
integration while respecting the democratic preferences of those member states who do
not wish to take part.
The logic of the Eurozone is in the direction of deeper integration, although its members
do not all agree on precisely what this should entail in practice. This poses a democratic
challenge to those countries which may wish to pool their sovereignty further but also
offers the opportunity to more fundamentally reassess the rights and responsibilities of
all states in the EU, including those such as the UK which have declared they are not to
be bound by ‘ever closer union’. What must be common to all member states to avoid
the wider EU unravelling?
Meanwhile, all EU members have a stake in the security of the Continent and European
neighbourhood. How can the EU contribute to managing increasingly difficult challenges
– Russia, the Middle East, North Africa – on Europe’s borders in a way that compliments
the role of NATO?
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I. DELIVERING PROSPERITY THROUGH THE SINGLE MARKET
MAXIMISING THE POTENTIAL FOR FURTHER LIBERALISATION
Given that the single market constitutes the core of the EU and remains its most effective
tool for generating growth, it is important to fully maximise its potential. Overall, the
single market can claim to be the most economically integrated transnational area in the
world with its four fundamental freedoms; goods, services, capital and workers. However,
not all these freedoms are equally free; while there are few remaining obstacles to the
flow of goods, the circulation of workers around the EU is more uneven. The UK’s open
labour market is a big magnet for workers from other EU countries but highly regulated
labour markets in other member states act as a check on labour mobility. When it comes
to services and capital, the single market is even less developed, with national regulatory
barriers proving stubbornly difficult to abolish.
For example, there are some 800 regulated professions across the EU – 25% of which are
regulated in only one member state.
With services accounting for over 70% of the EU’s output but only 20% of the intra-EU
trade, there is considerable untapped growth potential in further liberalisation. Not only
was the EU’s Services Directive significantly watered down compared to the European
Commission’s original proposal, it further suffers from poor and uneven implementation
across the EU. Fully implementing the existing rules and introducing a ‘country of origin’
principle would generate a permanent increase to EU-wide GDP of up to 2.3% or €294bn.
The country of origin principle would facilitate cross-border trade by allowing service
providers to operate on the basis of laws applying in their domestic jurisdiction, thereby
removing the legal uncertainty which tends to hamper cross-border commerce.
As part of the UK renegotiation, EU member states and the EU institutions have committed to further expanding the single market in services, as well as in energy and digital
markets. However, there are few specifics and the risk remains that entrenched political
opposition in some member states of the sort that resulted in the watering down of the
existing Services Directive will continue to frustrate attempts at ambitious liberalisation
at the EU level.
If this proves to be the case, the UK and other liberal-minded countries ought to explore
pushing ahead with further services liberalisation under ‘enhanced cooperation’ – a
mechanism which allows nine or more member states to pursue specific objectives that
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cannot be agreed by the EU as a whole, providing that these are compatible with the EU
Treaties. It should be possible to find nine member states interested in pursuing greater
liberalisation - in addition to those traditionally supportive of free trade, the economic
crisis has prompted countries traditionally of a more protectionist orientation to pursue
domestic reforms aimed at opening up closed professions.

PUTTING IN PLACE A COMPETITIVE REGULATORY REGIME
The other main flaw of the single market is the tendency to over-regulate. While the
single market needs common rules and institutions to enforce them, the overall burden
of regulation on business needs to brought under control if Europe is to remain globally
competitive. Some progress has already been made; under the oversight of European
Commission Vice-President Frans Timmermans, the Commission has eased the flow of new
legislation and unveiled a raft of measures designed to deliver better quality regulation.
Nonetheless, more must to be done to review the stock of existing regulation to ensure
it is focused on facilitating trade and enterprise as opposed to hindering it.
A particular focus needs to be on SMEs and microenterprises, the lifeblood of the European
economy comprising 99.8% of all enterprises and accounting for 67% of all private sector
employment. It is on these businesses that the burden of complying with EU regulation
falls the hardest. With unemployment, and youth unemployment in particular, at precariously high levels across much of Europe, the EU cannot afford to maintain barriers which
many businesses find prohibitive. Where possible, SMEs and microenterprises ought to
be exempted from EU regulation altogether. Given that the majority are unlikely to operate across national borders, this cannot be characterised as distorting the single market.
In general, the EU would do well to embrace its member states’ diverse approaches
to labour markets, innovation and public services rather than always seeking to devise
one-size-fits all solutions. Such an approach not only recognises national democratic
preferences, it also facilitates innovation and allows examples of best practice to spread
naturally through competition.
One area where this is particularly relevant is life sciences where the EU’s regulatory
framework is characterised by adherence to the precautionary principle, an approach
which actively undermines scientific research. This has led to scientists and businesses
leaving the EU in pursuit of opportunities elsewhere. Encouragingly, a compromise was
struck last year over GM crops giving member states greater discretion over whether to
allow or prohibit cultivation on their own territory. This could serve as a template for how
to handle regulation of such politically and socially sensitive sectors.
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AN EU BUDGET FIT FOR THE 21ST CENTURY
The EU budget is one of the most evident examples of how the EU is not working as well
as it ought to be. Structurally, it is profoundly flawed, designed to balance a range of political interests rather than maximising economic returns across Europe. For this reason, it
remains resistant to radical reform but there are several key ways in it could be improved
at the same time as reducing overall spending.
1. RADICAL CAP REFORM:

It is hard to justify that around 40% of the budget continues to be taken up by
agricultural subsidies at a time when agriculture only accounts for 2.7% of the
EU economy. In addition, these subsidies are paid out to farmers and landowners irrespective of how they use their land, with minimal conditionality.
Therefore, this area of the budget ought to be significantly cut back while remaining subsidies ought to be made conditional on the delivery of public goods
such as maintaining and protecting biodiversity.

2. STOPPING RECYCLING OF STRUCTURAL FUNDS:

While structural funds have made a positive economic contribution in Poland
and other member states that are trying to catch up economically with the
West, it makes little economic sense for every member state, irrespective of its
wealth and development to receive development subsidies from the EU budget.
Introducing an eligibility threshold of a GDP at 90% or below the EU average
would mean these funds could be targeted better at the areas in which they
can have the biggest impact while allowing wealthier member states to take
back control over their own regional development policies and tailor this to
better suit their own circumstances.

3. BOOSTING SPENDING ON SCIENCE AND RESEARCH:

One area of the EU budget that actually adds value is research and development, where the EU benefits from knowledge clusters and economies of scale.
However, in total, research and development only accounts for around 10% of
total EU spending – this could be doubled by reinvesting savings made from
other areas of the EU budget.

4. REFORMING EU ADMINISTRATIVE SPENDING:

While administrative spending accounts for ‘only’ 6% of total EU spending, this
still amounts to some €8.9bn in 2016 and there is ample scope for savings
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to be made. Measures such as scrapping several smaller EU institutions and
agencies which do not make a discernible difference to the EU’s core functions
combined with reforming pay and perks for EU officials could result in substantial savings. This would have the additional benefit of sending a message to
European citizens that the EU institutions cannot be immune from the tough
decisions that have characterised their private spending and national public
budgets over the past few years.

II. RECONCILING EU INTEGRATION WITH NATIONAL DEMOCRACY
STRENGTHENING THE EU’S LEGITIMACY BY BOLSTERING
NATIONAL DEMOCRACY
Complex cross-border challenges require common responses which inevitably involve a
degree of compromise. However, decisions which involve sacrifice, whether economic
or social, require democratic assent, and the common thread running through most of
the EU’s biggest problems is a lack of democratic legitimacy – put simply, voters feel
their ability to hold decision makers to account has been compromised. This in turn has
boosted support for populist parties across Europe. The majority of member states have
experienced surges in support for a variety of anti-EU, anti-Euro or anti-establishment
parties from the far-left to the far-right, rocking the political system to its core.
There are of course different factors behind the rise of these parties, but all of them share
a suspicion either towards the EU itself or towards key EU policies, and they represent
the growing dissatisfaction amongst voters with the status quo in Europe. In many cases
these parties have prospered by pledging to either maintain or restore a degree of national sovereignty.
At the same time, attempts to establish a genuine supranational democracy at the European level have failed; turnout in European elections has declined from 62% in 1979 to
42.6% in 2014 despite the supposed game-changing introduction of Spitzenkandidaten
– candidates for the post of European Commission President put forward by European
Parliament political groups. In contrast, turnout in national elections is on average 25 percentage points higher than in European elections; national parliaments remain essential
to sustaining genuine democracy.
The way to address the EU’s legitimacy crisis is therefore to boost the powers available to
national parliaments to shape EU laws as part of a wider rebalancing away from the EU
institutions back towards nation states building on the new ‘red card’ mechanism agreed
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as part of the UK renegotiation.

A MORE TIGHTLY DEFINED SINGLE MARKET
AND MORE FLEXIBLE EU
Ultimately, empowering national parliaments within the EU policymaking process can only
go so far – the best way to address the EU’s democratic legitimacy among those states
not destined for ‘ever closer union’ is for the EU to do less. This means returning powers
to member states in areas where it is not necessary for the EU to be involved.
This in turn necessitates the establishment of a new flexible framework which is able
to accommodate both groups of countries and does not consign the latter to a de-facto
second-class membership. There is increasing recognition that such an arrangement is
likely to be required. For example, in a joint op-ed last year, the Italian and UK Foreign
Ministers, Paolo Gentiloni and Philip Hammond, argued that “the way to reconcile different
visions of the EU among the member states is to embrace a new model of its functioning,
based on the flexibility to manage greater or lesser integration.”
Deeper Eurozone integration will change the nature of the EU by further demarcating
Euro members and non-Euro members.
Given that deeper Eurozone integration will likely be on the agenda in the near future,
this will naturally prompt a debate about the future of the single market, as some of the
measures entailed in deeper Eurozone integration from greater co-ordination of labour
market policies through to tax harmonisation naturally cut across the single market. Not
only will there need to be sensitivity towards the position of non-Euro members, but this
should be seen as an opportunity to fundamentally reassess what constitutes the core of
the single market, and what is an ‘add on’, i.e. policy areas such as social and employment
laws and energy and environment policy. The flipside of deeper Eurozone integration could
therefore be to make future participation in these ‘add on’ areas voluntary for non-Euro
states – a de facto return of policymaking authority to national governments.
There has been far too little debate about the political ramifications of further integration in the Eurozone and what this might mean for the concept of ‘EU citizenship’, first
introduced in the 1990s. The type of integration many think necessary for the Eurozone
to survive long-term – such as a commonly financed social security system – is akin to
‘nation-building’. Such a step-change in integration clearly requires a degree of solidarity
or ‘common citizenship’ that does not yet exist and would not be appropriate for member states, such as the UK, which are outside the Eurozone. The potential emergence of
two-tiers of EU citizenship could have important policy implications for issues such as
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the free movement of people. The EU is likely to need to consider how the associated
rights of a ‘Eurozone citizen’ and a ‘single market citizen’ differ in future. Membership
of the EU will always involve a compromise between national sovereignty and European
co-operation, including majority voting. However, moving towards a multi-form EU is
essential to allowing different member states to find the degree of European integration
and compromise that can find national democratic consent.

III. FINDING A ROLE FOR THE EU IN GUARANTEEING
EUROPE’S SECURITY
SUPPLEMENTING RATHER THAN USURPING NATO
NATO remains the bedrock of Europe’s security arrangements, a particularly vital role at
a time of renewed Russian expansionism in Eastern Europe. The EU should not seek to
replicate NATO’s role under its own structures, this would be counterproductive, not least
given that Europe’s underlying security vulnerabilities result not from a lack of EU structures but from failure to properly invest in this area – very few European NATO members
meet the 2% spending target. Bolstering Europe’s military capacity within NATO should
therefore be the first step. There is also scope for deeper bilateral and/or regional military co-operation between individual member states – the Anglo-French military pact is
a good example of such an initiative.
However, this is not to say that the EU cannot develop a credible geostrategic presence
without its own military capacity. Rather, it can take the lead on non-military issues that still
have security implications. This includes economic deterrence- such as imposing sanctions
on Russia over its aggression vis-à-vis Ukraine and on Iran over its nuclear programme
– and policing missions such the one aimed at combatting pirates off the Somali coast.
While NATO will remain responsible for the heavy lifting, the EU can also play a role in
post-conflict reconstruction areas and helping to generate the economic development
necessary to prevent slippage back into instability.
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A NEW FORM OF ASSOCIATE MEMBERSHIP TO BYPASS
THE ENLARGEMENT LOG-JAM
Enlargement has traditionally been a key tool in the EU’s wider security approach – the
prospect of membership has encouraged countries to respect democratic norms, the
rule of law and pursue good governance. This strategy has broadly been a success, in
particular the 2004 expansion into Central and Eastern Europe.
However, it has not been without its challenges, and public opinion in some member states has become decidedly sceptical towards further enlargement, as evidenced by Dutch
voters’ rejection of the EU-Ukraine Association Agreement in the recent referendum.
Specifically, concerns over high levels of economic migration from new member states
mean that it is very difficult to see how new member states could be granted full free
movement rights after seven years – the maximum transitional period currently allowed.
The UK has already said that for future members, a new form of transitional control,
potentially linked to GDP per capita, ought to be introduced.
Meanwhile, the remaining candidate states face substantial domestic hurdles to full
membership ranging from persistent corruption, issues relating to human rights and the
rule of law through to lagging economic reforms. For these reasons, the prospects for
the likes of Serbia or Bosnia and Herzegovina for joining the EU in the near future are
low even though this is a defining purpose for these countries. Given the even longer list
of obstacles to Turkey’s membership, it is surreal that time and political capital is being
spent on advancing its accession negotiations when it is obvious to all sides that this is a
non-starter for the foreseeable future. Finally, Russia has shown it is willing to keep former
members of the Soviet Union within its own orbit by force if necessary.
For all these reasons, the EU needs to rethink its ‘all or nothing approach’ to enlargement
and come up with a new, looser model of engagement with potential candidate states
that is realistic and does not consign them to permanent limbo. This could entail greater
market access and political co-operation alongside some level of financial assistance but
without the rights and responsibilities that come with full membership. Such an ‘associate
membership’ model would complement the emergence of a multi-form EU outlined above
and could resolve the EU’s dilemmas vis-à-vis the likes of Ukraine, Turkey or North Africa
but also Norway and Switzerland. As a force for economic liberalism and globalism, the
UK is well placed to play a key role in ensuring the EU’s response encompasses the kind of
trade opportunities that can deliver longer-term, sustainable development and security
in the EU’s neighbourhood.
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Section 3: OUTLINING A JOINT POLISH-BRITISH
AGENDA FOR EU REFORM
Poland and the UK both recognise the need for variable geometry when it comes to
European co-operation. The UK will not join the Eurozone and has declared it will not be
bound by ‘ever closer union’ within the EU. Poland will not join the single currency for
some time, although it wants to retain this as a long-term option. Differentiated integration
has become reality, and it would be counterproductive to enforce artificial unity among
the member states. Therefore, the real challenge facing the EU is to learn how to live with
these differences and how to manage them effectively instead of trying to eliminate them.
Poland and the UK share an interest in a stable and prosperous Eurozone and this is likely
to entail its further political integration. At the same time, this cannot happen at the
expense of the best interests of the single market which remains the glue that holds the
wider EU together. We identify the financial, capital and labour markets as potentially
most crucial areas and the most vulnerable in terms of relations between Eurozone und
non-Eurozone countries. Hence a more inclusive form of decision making is needed in
these areas.
If the EU does not address its crisis of democratic legitimacy, it will not be able to emerge
from the economic and social crises it faces. However the Eurozone develops in the near
future, countries outside of it will require a different arrangement. This new arrangement
will need democratic approval, a form of contract between national electorates, their
governments and the EU institutions. The emergence of a flexible, ‘multi-form’ EU is
the best hope of reconciling the inevitable comprises of national sovereignty entailed in
European cooperation with national democratic consent.
Not only does the integrity of the single market have to be protected, more needs to
be done to exploit its full potential in areas like energy, digital, and above all in services.
This is a dynamically growing area within national economies, but there are still too many
barriers to cross-border EU trade. At the same time, it is important to remember the
single market is built on a range of national economic and social models. There should
be no attempts to force one-size-fits-all policies in areas like labour market regulation.
Such an approach would not only recognise national democratic preferences, it would
also facilitate innovation and allow examples of best practice to spread throughout the
EU naturally through national competition.
This European Commission has made some progress in reining in the flow of new regulations, however more needs to be done to remove unnecessary red tape and there needs
to be an even greater focus on rolling back growth-hampering regulations on SMEs and
microenterprises.
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The EU budget remains poorly designed with far too much money invested in relatively
low-productive areas of the economy. EU spending needs to be overhauled with a greater focus on areas decisive for the sustainable development of the single market, although some member states will still use funds for the needs of their agricultural sectors.
We need an EU budget for the future, not the past. The design of the budget should
closely reflect the real development needs in countries like Poland and other Central and
Eastern European member states where better infrastructure is key to being better able
to compete in the single market.
Research and innovation should also be a priority – this is an area where the UK is particularly strong, and which is extremely important for countries like Poland to put its
economy on a path towards a more independent and sustainable form of development.
For Poland, the border-free Schengen area is perceived as an essential benefit of European
integration. This makes its future one of the most vital interests of Poland’s EU policy.
A stable and functioning Schengen area is important not only to ensuring the security of
its members, but also of countries that are not taking part directly in the project, including
the UK. However the precondition for this is the ability and willingness to restore full control over the Schengen area’s external borders, a task the UK could potentially assist in.
When it comes to foreign and security policy, the EU cannot replace nation states and
neither should it attempt to by institution-building for its own sake. Neither should it seek
to usurp the role of NATO in terms of military security. However, the EU can add value
when it serves as forum for member states to address competing interests and to try to
formulate joint approaches to common challenges such as Russia’s aggression in Eastern
Ukraine or the migration crisis.
In the past, the EU has successfully used enlargement as a foreign and security policy
tool to bring stability and increase prosperity in its neighbourhood. However, in view of
enlargement fatigue, the traditional model of enlargement has reached its limits.
The EU therefore needs a new, more realistic alternative to its ‘all or nothing approach’
which entails greater market access and political co-operation alongside some level of
financial assistance but without the rights and responsibilities that come with full membership. This could complement the emergence of a ‘multi-form’ EU and be a solution
to the EU’s engagement not only with the likes of Ukraine, Turkey and Northern Africa,
but also richer and more developed states such as Norway and Switzerland which have
decided against EU membership.
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